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butadiene plants DUE nO acllion Wi : nm vec e at the time 
developed that a IbcomM ttee of ti Sel \rmed Services Com- 
mittee was handling the problem. 
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Investigation into milk and dairy product ( ipied the subcot 
mittee at two hearings in 1949 and in more qetau qauring su 
July, and August of 1950 The printed record of these hearings 
pius the accumulated statistics and data thought essential to an 
understanding of the problem covers 739 p: The complete dai 
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the consumer pays ts too much. While price spreads were 
n great detail in the hearings on coffee, milk and dairy 
and meats, there were many other products reviewed and 
ngs were held on some of these 
the other products © upon which open hearings were held 
and cooked cereals. Trozen foods canned foods crackers 
11 cookies, shoes and leather products 
testimony was taken from the head of the Bureau of Labo 
! rnings and mcom fro! the head of the Bureau of 
HcOonoOMIcs oO} }) if spl idis oO food proc icts il 1d irom 
) nd Marketine Admunisti ( he Department of 
e with reference to the research activit BELICUIA 
¢ of perishable fruits and vegeta . 
dix A will be found a list of the legislation proposed by the 
ee aur rth Kiohty first (C‘ongres ind hie seLion take} 
{pp lix B contains a list of witness wppearmMe atl 
ot the subecomumittes 
PART II—PRICE SPREADS 
ommittee has conducted hearings and made studies in 
\ pt spreads in the ad ribution of farm crops and 
! Ss Ol nusterriln 1¢ crops from producer to consum 
yt) O essing and transportation of the products of 
( . id orehard he chat 5 Thandie therefor; and the price 
yuld for tood ahd ber were given consideration 
ich \ o be undertaken by investigation and study 
the subcommittee believes that the Senate Committe 
} i Forestry th SeTLaAt snd thre 1 ple sho li er 
| rhe ) ( i Lake 
49) t farm proce ts declined 13 pel 
Low I Vas given but asmall part of such a red 
es d , oO vut 4 pe Hlowey 
mone! ) it] WW ie I 
pe Chi 
‘ ] ) dt by he ) et COD 
the b Oo ut in 1 tt ! LUE Pri th thy 
} t) it LO ¢ ect Ctaull prices O LOLLOY 
{ i\ bas peeh ¢ Lu | ‘| he rings ) 
Or ind fiber price spreads, and those held with references 
( ate qu ( ily that on declining markets th 
oO 1 ha tiled to loy He price n accordan 
COs 0 hha | al DULL OW advancing commodity 
possible they rats prices » reflect not onlv the ris 
Ca even wider mal s for themselves . 
t most of tl Or processing WMaustry there ha peen 
I of facilities hanced out OL inecrea d earnings hot 
)] ( tockholdet! hus consumers, by paying price 
pro Or more that normal profits became thi 
f tl llers’ exp on program 
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} P i : 
and distributing industries, while performin 


The food proe SSin 
useful services to the Nation tuke advantage of every opportunity an 


increase or Maintain their prices There no wrong committed so 


lone as each concern acts on ts own without violat ng the laws of thi 
land and so long as there is no misteasance, malfeasance, or nol 
feasance in the administration of Federal law eclatinge to food prod 
ucts It should bi pomted out that ther 5 Ue reatest need to 
\ oilance by the 1) partment ol Justice and tl federal Trac Con 
mission to see that conspiracies Or MOnOpo! Ss 4 promptly fonped 
hen discovered The human dependence upon food 
for the preservation of life itself demands that the Antitrust Divisio 
of the Department of J ce ve priority to re I or MONnOpolle 
these field 


PART II—BREAD AND BAKERY PRODUCTS AND THE 
RFLOUR MILLING INDUSTRY 


INTRODUCTION 





Bread, the most widely used food of civilized man and an item 
the daily diet of almost evervone, re presents one of the iarge users ol 
the products of our farms. Mankind probably ate bread before h 
wrote history. The subcommittee has given a great deal of ti rn 
attention to the baking and mulling industries first from the standpoint 
of the use of fats and oils and secondly in a review of pric spreads 
The subcommittee’s report on fats and oils '’ carried a separate subh 
on‘ The Use of Fats and Oils in Bread and Bread Emuls 

esentatly of tl rge ba ¢ companies testified publi 
wefore the subeomm ( November 28, 1949 ’ he subco nittes 
i af] by co spe ( a que Oo a I elope j s 
of intormation on b Ss, raw-mat I Ls, De hnhtag D 
to the farmer, and baker's profits 
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‘S UTILIZATION OF FARM CROPS 
license, adding that ‘Together this tight litthe group would enjov a 


rhe Cooperative League objects to the proposed standards for 


hy Q 
’ ‘ na rovers of the staff of life, of limiting the farmer’s 
luct Oo olida the present quasi-monopolistic con- 
1 bak ndustr 
+} ee { rol , ‘ 1 in] 
e proposed bread standards of the Food and Drug Adminis- 
] 1] 
Z j i ( Cu 
‘ rT? 
iti 1) 
i \ 1 ey T i 
\ " ; j tab \ 
\ Powder Co. ha lso petitioned the Food and Drug Adminis- 
( en the bread standard hearings as to several of its prod- 
\ to tn Lilas Co.'s three food emulsifir rs Span, ween, and 
' 4 1 ] » 
\ ibcommittee has previously reported as follows 
. ; ; kj istrv is the 
( ! Spa ‘ \ I} yst-named was 
M7 a { ‘ ba Atlas claims 
( I i i i other 
' i ( I 1 we the 
‘ M i I n of fat acids and polvoxye- 
ul ne ynsid- 
i i I und \ tration 
- i i 1 appar \ ( authority 
4] 
: 
‘ { e Foo and Wrue Administration did not provide tor the 
‘ ~] i ween. and \ivry as optional ineredients mn limited or 
1 ‘ ( | s the subcommittee has no reason to raise any 
oo? Belelen Lhe proposed oO! ler in that respect. However, the 
1 4 1 é 41 
orl f ‘ s deeplv concerned over the allegation by the \tlas 
Pow ( ' oO taimed 1 its petition to reopen the record, that the 
Kood id Dru ,.dministration discriminated against their products 
rv of the chemically manufactured mono- and diglveerides and 
the testimony against petitioners’ products offered 
ompet rs for their ow inane ial advanht oe,’ \tlas also con- 
I) f ; ‘ | 
Food and Drue Administration was “misled by the 
LIMONnNV con rning manutactured mono- and 
nd permitted their use up to 25 percent of the shorten- 
? of bread “without anv finding whatever as to whether 
ot th produced some of these same claimed effects.” 


i tye \tias people in thei petition also point out that they manu- 


ture a product of mono- and dig veerides of fat-lorming fatty acids, 
wn a \tmul 81 but do not produce shortening. Atlas alleges, 

! somewhat the Sin vell as the Inaependaent meat packers as 
wraph 17.1 is aml cus in that it may be 

I rs to place directly in bread the prescribed amount 

I f 1 with the ibe 





of shortening and the pr rine amount o re i id erid eC] ’ 
rately or after premixing by the baker r » 7 ei tna Dakers must purcha 
from others a shortening product already contain yr ti prescribed amour 


mono and digi vceri i 


it improperly and arbitrar liscriminate walnst as t mal 
facturer and the distributor of Atmul! S81, and prev t it packers 
Sé il ther +Y ) 9 i I 10 shorte no to the ’ } 
desire the benefit of e1 sifvi ffeet, all to tl let ( 
the p ' ip r LLLK 

The Subcom MN tee a a hot call he representa yf [ Koo pric 
Drug Administration before it. However, the bread hearings tl 

} ° ] 1 ] & +) ] > a 
have been reviewed reveal all Loo ¢ learly tha hev CONnsIsle ( ex 
mony and arguments Dy opposing competitive interests and the pl 
1 . 1 1 ’ “— ; 
posed findings and order do not reflect enough ind pene li el 
' . } . 1 

by experts on be half Ol the Keds ral Grove rien 1} VOLUN 
hearines and the period ovetl which thev were | i rr 
Circuit Judge Baker’s famous remark in an antitrust ea 

Q ir ast ) rd ¢ { i 
to produ 

‘ 1 | ' . 

Certainiv in such an important matter as bread-standard hearings 
maxi um timiutes shou (1 Whe He pinced my) th qua tV Of Drene liso 
thers must be rese: ch faciuities nthe Grovernment Ty< ha in ti 
. ' 1 : 
Kederal Security Ageney itself, that could make som nacpendent 





findings of the harmlessness or usefulness of the many chemicals 
that are crowding the processed food market 


The following is quoted from the subcommitt s hearing on |! 


and oils 
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by certain individuals, such mdividuals as need them should have 
them pres ribed by their doctor 

Complaint has been made that the wrapping of bread in wax 
wrappers While the bread is still warm, does injury to the bread. ‘This 
is a subject for the Food and Drug Administration to investigate, 
Coordination between research and law enforcement must be estab- 
ished within the Federal Security Ageney, and harmful chemicals in 
oods must be eliminated. ‘To rely upon debates between opposing 


] 
I 


scientific representatives of commercially competing interests as the 
determinant of standards of food is insufficient to protect the health 


of the publie 


Undoubtedly many bakeries operate wholly within intrastate com 
nerce and thus are not s ibject to the Federal Food and Drug Admit 

tration But all States have health departments which would be 
only too glad to cooperate to see that the publie secures pure, whole- 


Sonn Inaduiterated chemi al Iree bread i the Federal Government 
will b ‘hart the course The power Ol the States to protect its 
l One? 
Ga KING INDUSTRY 

SO | is can be determined the sale of bread by the grocer is at a 
| ievel comparable with previous years. But the 
he level at which the grocer makes his purchases have a 
iO {Vv oO] se aT (| fall reared Loo losely tO be the result ol COomM- 
\ rorees In order that there would he no danger of tan ring 
thie “ode (aovernment over prices sales LO Federal acencies 
- re on a bid ba Such bids are often at lowel prices 
than those cha ds thi rocers and consumers Kor example, on 
d and sold to the Aberdeen Proving Ground, about 

( Ba hare ta price of S59 cents pel loaf whil ehareim 
Baltimore 13% cents per loaf* Deliveries from 
| sco \ Kor Ba ere made at LO.6 cent per | i! 

ad St. J lis was charged 12 « Ss per loa 

| | I ! sin (his wo Lhe p Ole 
ocery trade and a coin is flipped to determine 
loaf of white pan bread varies considerably from one 

om iit to another e3 cept where State we i@ht-standards prevail 
The s of loaf is usually the form in which competition appears, in 
yy the price leader in each community Price changes 

shi ! Vt tions m thre weigh ot loaves The 
(oO 1 oO stunted { 440 report on pricing prac- 

urd price pe if and its own stand 
t Li I i i rsta fk compan i 
i I i i i territory tend ) 

har ve f the loaf for the 

i ( ) vil the |] 
i e ma i 


artificial prices in low-cost years invites heay ‘ompetition of all 
and expansion of smaller bakeri resulting it -called bread wars whe 
larger companies seek to regain iost sales vo mie 


As an example of the uniformity of price changes there was ap- 
parently an abortive attempt to raise bread prices in Columbus 
Toledo, and other points in Ohio early in 1948 Prices were advanced 
1's cents per loaf uniformly by the large bakers on January 28, 1948, 
and reduced the same amount on February 23, 1948 

The Assistant Attorney General in charge of the Antitrust Division 
reported that there was no such thing as a monopoly of the baking 
industry © and in that the subcommittee’s studies coneur. Bu 
the pr riod from 1917 to 1942 he re ported that nine cases were brought 
under the Sherman and Clayton Acts in which the defendants were 
charged with price fixing, limiting size, regulating weight of loaves of 
bread, and conducting price wars. Du | 
Mr. Bergson, were: 


we UWAVS COTE ip a 1 > Cu i il) 
COMMIE Wher We i i i i 
dictio > we oO pl ( 
Take price fix id a t ! fi ’ 
where interstate commerce involved be e usua co 
or one area that Is ser i by Ul i 
No ease has been brought under the Kederal antitrust laws since 


1941. There is no indication that the Antitrust Division of the 


Department of Justice has been as a hore nt as it might have heen in 


view of the continued Crow th of the control of the bakine industry 

by larce combinations 

en | } } } ‘ 4 } } } 
Combination mul Dakin nmaustryv Started as far pat 

LOO; hrst Demme the consol lation o: ft ake ! ;s¢competin r} he aim 
; C1] a ‘ 1] 

market, followed by combinations control] ne’ bakeries In man ail 


ferent cities 

According to the Federal Trade Commission the eiwtit la , 
chain bakeries iu t , 
of the net capital assets in the baking industry (exeluding bisi 
crackers, ana pre rols 

Despite the testimony of the head of tl kastitctan’ Stiwtiinw tie 


subcommiuttec believes ther al many areas where bread 1 : a n 
interstate commerce that could well be vestigated and 
localized intrastate areas there Sa held of law entorcement Stat 
antitrust laws by the various State attornevs OTIS ral. 
THE BA COSTS AND J INS 

As indicated in the Introd a tthe s| of the eons i! rs 
dollar has increased while the farmer’s share has decreased ih 
baker’s and retailer’s margin on white bread has risen steadily over the 
vears, and very sharply since 1947, according to figures supplied by the 
Department of Agriculture In the vear 1939 such mars 6.2 
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cents per pound loaf of white bread. From 1913 to 1939 this margin 
l ranged from a low of 4.1 cents per loaf to a high (in 1921) of 7.5 
cents per loal. Throughout World War IT the baker’s and retailer’s 


Margin remaimne Lrath er steady | around ) » cents pr ‘pound loaf. in 
465, the n argin ran ve | etween 6.6 cents per loaf to a high or Se 3 
nts per toaf. The margin then started to increase, almost at the 

the price oO} Wheat started aropp rs The mare reached 

nth ear 1948 and throughout 1949 ranged between 10.1 and 

tcents per loaf. As 1949 ended the baker’s and retailer’s margin 
vas 10.2 cents per loaf, while the farmer’s share (all ingredients) was 


So cents. 
lhe subcommittee asked the principal bakeries in a number of the 
rH etropolitan areas to complete and return a questionnaire on bread 


st lwo markets will be sufficient for this review. 


THE COl MBUS, OHIO, MARKET 


Four large chain bakeries operating in Columbus, Ohio, made 


letailed reports for the vears 1947, 1948, 1949, and the first 6 months 
of 1950. Bread prices for a 19-ounce loaf ranged from a low of 10! 
cents In early 1947 to a high of 15 cents in 1948, and at the close of the 


period stood at 14's cents. These prices were those received by the 
baker and do not include the retailer’s margin. 

While the baker’s purchases of farm products (flour, milk products, 
lard and shortening) decreased in price, along with most materials 
and services purchased from others during this period, wrapping 
supplies = wages increased as did expenditures for advertising, 
deductions for depreciation, and profits, 

Despite the reduction in prices for wheat the average costs for flour 
by the bakeries in Columbus came down only about one-fourth cent 
per pound. Largest reduction in the baker’s ingredient cost was that 
of lard, from above 26 cents per pound tos li¢htly over 11% cents per 
pound. Bakers using shortening also reported substantis al reductions 
in their purchasing price. 

Wage increases for all classes of employees in the Columbus market 

ere typical. The percentage of the bread dollar going for all salaries 
and wages on the basis of the baker’s selling price to the retail trade 
vas 24.38 percent in 1947, 25.17 percent in 1948, 26.78 percent in 1949, 
and 27.84 percent in the first 6 months of 1950. By classes of em- 
plovees the monthly rates paid in the period under consideration were 


is [follows 
} 
s ” * 47 s 
f 16.00 
( 4] { 
BOSTON, MASS., MARK] 
The standard baker’s loaf of wos pan bread in Boston weighs 17! 
ounces Price to the grocery trade since 1947 have ranged from 12 


14}5 cents per loaf, Flour prices paid by four of the large bakers in 
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the Boston area show a decline of about one-half cent per pound 
from 1947 through the first 6 months of 1950 Shortening costs 
dropped from over 30 cents per pound in 1947 to 21 cents per pound 
1 


in 1950, while lard cost the baker about one-half the 1947 price (re- 


duced from 24%; to 13°, cents per pound In other words the cost of 
] ] } 1 ' } 

practicauy all mMvredients Voir’ wito a loal Ol bread was reduced dur- 

ine the 3's-vear period Whereas 44.15 pere t of the baker’s sales 


dollar was spent for ingredients in 1947, this dwindled to 40.28 percent 
in 1948, to 57.27 percent in 1949, and to 35.65 percent during the first 


6 months of 1950 


Wave increases accounted for some of the increased expenditures 
f ha hakar 1 ha R \7 orke 1 1}OA47 } Dey ts f thea 
Ot the Dakers In the boston market ihn lv¢ée the percentage ol] hie 
} } ¥ } ] 1 ‘ 4 
Saies dollar expended ior salaries and wages was 31.24 } cent nh 
1948 it stood at 31.80 percent, mn 1949 at t.20 percent, and tor the 


first 6 months of 1950, at 34.65 percent 

While cost of ingredients declined, cost of Wrappers a id macerh ls 
and services to others remained fairly steady over the 3 vear perio 
the expenditures for advertising jumped about 1 percent, deprecia 
tion increased slightly, and the profit based on percent of the sales 
dollar almost tripled The percentage ol profit of the sales dollat 
was 1.435 percent in 1947, 4.32 percent in 1948, 3.38 percent in 1949, 
and 3.77 percent for the first 6 months in | 


RECOMMENDATIONS 


The subcommittee recommends 

1. That the Food, Drug, and Cosmetic Act be amended to provide 
that nonnutritive ingredients shall not be added to bread or other 
food products unless their addition shall serve some useful purpose to 
the consumer and they have first been certified by the Food and Drug 
Administration to be noninjurious. 

2. That the Committee on Interstate and Foreign Commerce give 
careful consideration to S. 243, an act to amend the Federal Food, 
Drug, and Cosmetic Act by requiring a minimum fat content for 
bread. 

3. That the Committee on Interstate and Foreign Commerce give 
careful consideration to S. 2540, an act to amend the Federal Food, 
Drug, and Cosmetic Act by requiring the labeling of bread or rolls 

t. That a committee of the Congress make a thorough investiga- 
tion of the Food, Drug, and Cosmetic Aci, and all operations unde 
this act, with a view to strengthening cither the law or its adminis- 
tration for the greater protection of the consuming public in the 
matter of the wholesomeness and pu iv of processed foods, including 
bread 

5. That the Antitrust Division of the Department of Justice 


conduct investigations of possible price agreements among bakers in 


those markets where interstate commer S invoived. 


PART IV—MILK AND DAIRY PRODUCTS 


I 


Milk, or some form of milk product, is consumed daily by practically 


every person 1h the United States.” lwenty percent of the food 
dollar is spent on dairy products Some 2' million farms sell some 


* Record, pt { 
% Record, pt. 4, p. 1839 








16 UTILIZATION OF FARM CROPS 


dairy products, chiefly milk and butterfat. Over 500,000 of these 
farms received more than 50 percent of their total income from the 
sale of milk or cream and are thus classified as specialized dairy farms. 
In addition there are many farms that produce milk only for the use of 
the farm family, so that over three-quarters of the farms in the 
United States produce some milk.’ 

The importance of dairy products in farmers’ cash receipts has 
varied over the years. They accounted for 12 percent in 1920, 14 
percent in 1924, 21 percent in 1932, 17 percent in the immediate 
prewar period of 1935-39 and 19 percent in 1949. In 1949 cash 
receipts from the sale of dairy products accounted for 13.4 percent 
of total cash from farm marketings while the receipts from the sale 
of cattle out of milking herds increased the total to 19 percent.’ As 
one withess put it 

If contribution of the dairy industry to the meat produced in this country is 

farming, tl the dairv-farming enterprise ts e most importa 


A cultural enterprise in the [ nited States 


From 1920 to 1950 the number of breeding and replacement cattle 


for milkine herds increased from 31,600,000 to 388,600,000. The 
number of farms producing milk as a side-line enterprise (three to 


nine cows) decreased over the 30-vear period while the specialized 
dairy farms became larger 


Truly the dairy industry is big business in any analysis of the 
farmer’s Income One witness estimated that 1 out of every 15 
families in the United States derives its livelihood from the dairy 
Industry While specialized dairy farms are larger and require more 
iestment than most tvpes of farming, ownership is not concentrated 
as in the processing industries. The combined value of livestock, 
eal estate, and equipment used in the production of milk exceeds 
S1O OOO O00 O00 
Yet, there is room for further expansion, particularly in the souther 
outheastern sections of the Un ted States. thus Opening up the 
tv of conversion f much fand to pasture and livestock feed 
i) it | nol S ri portant to the health of the individual 
han muk [t is estimated that dairy products comprise more than 
5 percent « he food consumed annually in the United States 


the prin al foo lof infants and « hildren, and of the iL and aged 


vhich there is no satisfactor substitute Phe metusion of ade 
imo ts of m . IN ratets is necessar\ to the proper di velop 
t| odies and minds of our children, and for the maintenance 

Oo } Nn Q 
B e States wl msumption of milk is far below 


» | et nut! ii needs iol optimum health Dy 
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Charles L. Williams, Assistant Surgeon General of the United States 
Public Health Service. testified: 








The per capita consumption of fluid mi n the milk-deficient sections 
United States is much lower than i the m : ‘ Hea 
authorities recommend consum f a quart o ye lav for childre 

1 at least a } ivy ) idults i ( | 7 ) 
how { per cap i of f j t | ; 
Ind tis 1.26 ] { cit f Wise \I 
higher On t | figure Wy ' 
cap i ( ) l i ) t rd »f iD ’ | ( , i 
1Do on i ) D i rates | ca tr) at ) ( 
located in the milk-defi t sec 


In the District of Columbia the consumption of milk is only half a pu 
a day pet capita avails the pel Capita OnS iN ptio} Ol SIX-tt iths oO} 


pint per day Ol beer, wihe, ana liquol 


i ] ] a : 4 ! 
Hich retail prices, particularity tor he low-income families Ou (i 
| l ] ! ce 7 . ; ie 
with health and inspection laws and ordinances preventing Li 


' ’ 
flow of milk in interstate commerce, have reduced MiUK CcOnsumMptiol 


] | 
i ar1ous locaitties 


HeaLTHy ANIMALS AND SANITARY HANDLING OF MILK 


The very nature of milk production and its subsequent handling 
requires that it be prope rly safeguarded until it reaches the consume 

Since cows are susceptible to a number of diseases to which man is 

] 


also susceptible, and such diseases can be transmitted to the individua 
through the consumption of raw or improperly pasteurized milk, it is 


1] f 7 { 
essential that all milking herds be properly inspected from time to 


time by competent veterinarians. ‘The list of diseases that may be 
transmitted to man through the consumption of milk is long, including 
undulant fever, typhoid and paratyphoid fever, bovine tuberculosis, 
diphtheria, septic sore throat, diarrhea and enteritis, Q fever, and food 
poisoning. 

Likewise health, disease-free animals can easily be contaminated 
with disease organisms from the hands and mouths of milk handlers, 
from flies, from dirty utensils, or from an impure water supply. Milk 
is an excellent medium for the growth of bacteria. Hence, in addition 
to proper inspection of the animals, it is essential to public health that 
the individuais engaged in milk handling meet health standards and 
that all proper sanitary safeguards be followed 

Remarkable strides have been made in the care and health of dairy 
cows and the sanitary handling of milk in the past 30 vears. <A 


summary of milk-borne disease outbreaks ® shows that from a high 
in 1926 of 68 outbreaks with 3.363 cases of illness and 95 deaths, the 
outbreaks were reduced to 17 in 1948, with 613 cases of illness and only 


2 deaths. 


In the campaign * to see that the public is supplied with pure 
wholesome milk many health authorities—municipal, State and na- 


74 


* Record, pt. 4, p. 1746 
See record, pt. 4, p. 1746 ‘Wiseonsin and Mi 
6,000,000 persons, produce n 


lation in excess of 50,090,000 


Rec r I 7 Js 
Record, pt. 4, ' 
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R r { , 
. Ib Edi ir vw ¥ r ATi 
I s ‘ k 








1S UTILIZATION OF FARM CROPS 


tional have cooperated as have the dairy farmers and th dairy dis- 
tribution industry. The dairy industry has been thoroughly indoc- 
trinated and educated to the need for disease-free herds and sanitary 
handling of milk. The penalties inflicted by alert public health 
officers——-elimination of offenders from the market—has been an able 
prod in the program 

The campaign for pure, wholesome milk has undoubtedly been 
won in most areas. But it has been a victory of allies, each with his 
own terms and conditions for future conduct 

Every citizen of the United States—ves, every person within the 
borders of any of the States should be assured that when milk is 


purchased it is pure and wholesome 


nfortunatel anv local healt] ‘dinances | . been adopted 
ortunately manv iocar health ordinances maive peen adopted 


ihat seem to vo bevond the need for protection of the public. Ihe 


a rand operation of some indicate a desire to protect the status quo 
i 1 ) 

produ Sor distributors as much as, i not mol than, the public 

health. A system of trade barriers ® has grown up in the milk industry 


that has retarded the free flow of milk both intrastate and interstate 
Under our form of government thi police powers of the States and the 
municipalities are such that they are supreme and it 1s unlikely that 
an act of Congress, other than for the Distriet of Columbia, would 


be effective in eclarifvine the situation However, some courts have 
b nh bastruime ntal in cle clarine restrictive or trade barrier ordinances 
illeca But there is ervine need for a Federal standard that will be 

adopted and observed throughout the Nation. 
The requirements of many cities that milk may enter only if pro- 
duced from tarms inspected by their own citv mmspectors and placing 
wo 10-, or 50-mile limit bevond which their imspectors mav not 
ivel in these duties, has thrown an effective barrier to the entrance of 
em [even though si hy milk nay De produced unde healthful 


and sanitarv conditions 
The eity of Madison, Wis., did not allow milk to be sold within its 


confine S UNLeSS a health perm had hee hh issued and would not Inspect 
farms located beyond 25 miles from the center of the city ‘and milk 
to be sold in Madison had to be pasteurized and bottled within a 
is of 5 miles from the citv until recently The constitutionality 


of this ordinance was contested, and on January 15, 1951, the United 
States Supreme Court declared the ordinance to be in violation of the 


} 
i 


Interstate Commerce clause of the Constitution.” 


The city of Minneapolis, Minn., effectively prevents its citizens 
from using fluid milk that 1s produced farther than 40 miles away. 
lt does this simply by preventing the distribution of milk that is not 
produced from inspected farms and then limiting the distance its 
inspectors can travel to a 40-mile radius. Numerous duplications of 


Inspes tion are cited in the reeord.” A special sLuUCY IS being made for 
the Department of Agriculture on State and local sanitary standards 
and a preliminary report appears in the record of hearings.” 

in Milk ¢ ( f Madison, Wisconsin, January 15, 1951, U. S. Supreme Court, 
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Some improvement has been made through the promuigation over 
the years of the Milk. Ordinance and Code recommended by the 
United States Public Health Service The States of Wisconsin and 
Minnesota, both large dairy production areas, have followed the model 


code, but many of the cities in these States protect their local pro- 
ducers and distributors by adding conditions or limiting the area of 
mspection, 


Phe re are tWo a yproaches LO a SOLULIOTL: 


The first method, which the subcommitt Is not prepared to 
recommend at this time, would be a Federal In on A LO requll 
the inspection of all milk and dairy products and the herds, farms, and 
plants han {linge milk and dairy pr riducts befor i ould move ! 
interstate commerce Representatives of the dairy industry oppose 
Federal legislation of this character on the vround that 
not a pr tio} yrt | G 
standard rm beca » px il 

The second method and one which the subcommiuttes stro! 
recommends. is to place ereater re sponsibility for ad ri Ip and @ulda- 
ance in the United States Public Health Service The Food a 
Drug officials of the United States, at their fiftv-fourth annual con 
ference in June 1950, recommended the use of Federal standards.® 
The Public Health Service should increase its efforts directed toward 
the development of a cooperative program tor the certificatior of 
interstate milk shippers The Milk Ordinanee and Code of th 
Public Health Ser ice should be used as the minimum standard fo 
the s: nitarv ratu and acceptance of interstate milk shipments 

Over 20 years ago the White House Conference on Child Heal 


) 
Protection * recommend: 


Lay la . 
or | j 
if NM ) ’ 
} he | ist Hea : | 
, 

a4 \ 

th { State yep 4 

Ippile 1 j 
aS | é 1 
deal only w 
they should, when pra it ! mad ne fut heaith au 


State, and Fede 


The Federal Import Milk Act, ** enacted in 1927, provides that in 
lieu of inspections the Federal Security \dministrator mav accept 
statement of compliance signed by a duly accredited official of an 
authorized department of any foreign government or of any State or 
municipality in the United States. The statement must certify that 
the provisions of the law relating to proper production of milk from 
healthy cattle kept in sanitary quarters have been followed. This 
method of certifying that milk met sanitary standards was used on 
the Canadian border during periods of shert supply in the United 
Ootates. 


] i vio 
I t. 4, 1699 
W » House ( f ) i ( ttee r 
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DISTRICT OF COLUMBIA 


{n example of trade barriers under the guise of protection of the 
pubhe health is that which exists in the District of Columbia in 
connection with the importation of milk from Marvland and Virginia 
Because the Congress legislates for the District and because the Con- 

ress 26 vears ago enacted legislation covering the importation of 


into the Dustriet of Columbia,*? under which legislation the 
ulations, the matter 


y 


(‘ommissioners of the District have issued re: 
, 


vas before the subeommittee on several occasions. 
In the vear 1925 the Congress enacted legislation to regulate within 
District of Columbia the sale of milk, cream, and ice cream. \s 
vith most legislation of this type, no milk producer can supply the 
Washington, 0. C., market unless he has a permit from the Heelth 
Officer, and the Health Officer, under the direction and with the 
approval of the Commissioners, is authorized to make and enforce 
] 1 nl 


regulations to prot 


Distr ‘ of Columbia. 


t the milk, cream, and ice cream supply of the 

One of the unique regulations established for the District of Colum- 
bia provided that utensils used on the farm in the bandling of fluid 
milk be sanitized by soaking in water at 180° for 30 minutes, custom- 
arily referred to by the proponents of the regulation as “steam 
sterilization.”’  Peculiarly enough the neighboring Baltimore market 
would not permit the entry of fluid milk thus produced as Baltimore 


requires the use of chemicals for sterilization. It may technically 
by mecorrect to say that chemical sterilization was barred by the 
District of Columbia. The score card in use penalized chemical ‘steri- 
lization by 15 points, however, which amounted to almost the same 
thing a forbidding it Yet the District permitted the Ust of chlorine 
solutions for sterilization in washing bottles used to deliver milk. The 


District Health Officer testified that 


f 4} } +} } 


al otheers now, certainly in metropolitan areas, big cities, and 


States, almost universally recognize that chemicals are satisfactory for sterili- 


“When the war came on and there was an apparent shortage” * of 
fluid milk, aceording to Commissioner John Russell Young, the re- 
quirements of the District of Columbia were suspended and outside 
milk was permitted to enter. 

For the duration of the war and the vears that followed, outside 
milk was permitted to come into the District of Columbia. For the 
S years the suspension was mi effect, the Commissioners permitted the 

id milk into the District of Columbia from farms not 
inspected by District inspectors and not otherwise complying with 
the reculations But when asked if the Suspension could be extended 
from the proposed expiration date on June 30, 1950, the Corporation 
Counsel ** said that he 


entrance ol fly 


* . * inelined to the opinion that the Commissioners cannot legally permit 


ilk to come into the District for fluid consumption except from farms which 
have been inspected and rated by the Health Officer. 
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It was the Corporation Counsel’s view that reciprocity with refer- 
ence to inspections was limited to the examination as to the physical 
soundness of the cattle, which might be done by qualified veteriarians 
from the Department of Agriculture, or otherwise." 

Despite the fact that outside milk—that is, milk produced on farms 


not mspected by District inspectors—had moved into the District for 


about S vears, the Health Officer testified as to epidemics caused by 
milk that “we have had nothing traceable to milk during the past 25 
vears.”’ 

The regulations for the District of Colun further require that 
“raw milk only shall be imported into the District” “and as the law 


requires pasteurization this precludes any dairy outside the District 


shipping pasteurized milk into the District 


The principal organization through which the farmers of the adjon 


ing States market their fluid milk in the District of Columbia is th: 
Marviand and Virginia Milk Producers Association, a farmers’ 
: ‘ “cy : ] » 1 \4 } | 
cooperative, organized in 1920 under the laws of Maryland and oper 
ating under the Capper Volstead Act.? At the time of the hearings 


| 
80 percent of the dairy farmers supplying the District of Columbia 
market were members of this cooperative and they produced 86 
percent of the milk used in the Washington metropolitan area. 

Since the closing of the hearings, the District Commissioners have 
prohibited the importation of outside milk and the Marvland and 
Virginia Milk Producers \ssociation now have almost complete con- 
trol of the milk moving into the District of Columbia. Even thi 
outside muk that is needed for the armed services in the Distriet and 
in the areas immediately surrounding the District is now supplied by 
this cooperative. 

Kor a time the fluid-milk market for the District of Columbia was 
vroverned by i I deral order under the Agricul ural Niarketing \gree- 
ment Act of 1937, but the Marvland and Virginia Milk Producers 
\ssociation on \pril l, 1947, voted to have the order abrogated 
when it appeared that a seasonal reduction in the minimum price was 
Imminent.” 

\n antitrust suit in the Federal Court for the District of Columbia 
came to trial early in 1950, in which the cooperative was found tech- 
nically guilty of violating the antitrust laws by the use of exclusive 
dealing contracts with the Safeway Stores, [ne and the Richfield 
Dairy.” This judgment was appealed to the circuit court of appeals 
where the case was heard in February 1951, but a decision has not 
vet been rendered. Under present laws cooperatives are exempt from 
antitrust proceedings when they act among their members, but become 
subject to the antitrust laws when they enter into restrictive arrange- 
ments with others. 

At the time of the hearings, when uninspected milk was permitted 
to enter the District of Columbia, the Maryland and Virginia Milk 
Producers Association had special arrangements with the milk dis- 
tributors it supplied, authorizing them to bid on Government insti- 
tutional business at prices lower than the going market. Whereas 


Hearing pt. 4, p. 1594 
Hearings, pt. 4, p. 1618 
Record, pt s. 1777 
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the milk distributors were charged $6 per hundred for practically all 
of the fluid milk supplied for class I purposes, an exception was made 
when these distributors bid on Government institutional business by 
charging them only $3.50 a hundred.*® | This resulted in sales of milk 
to District institutions at around 12 cents per quart, whereas the home 
consumer was paying 20's cents per quart. Soon after the distribu- 
tion of milk not inspected by the District of Columbia’s health officers 
was prohibited in August 1950, the price to District institutions was 
raised 6 cents a quart to bring it up to what the regular grocer was 
paving for milk 

It is quite clear that the Maryland and Virginia Milk Producers 
(ssociation’s control over the milk supply for the District of Columbia 
is accomplished through health regulations based on a statute of 
Congress. 

In the control or fixing of prices for the sale of milk in the District 
of Columbia the producers’ association, immediately after the cancel- 
lation of i 
State M 


Arlineton-Alexandria area 


the Federal order on April 1, 1947, petitioned the Virginia 
ik Commission to fix the price of milk moving 


I 


\ 
into the 


The office manager of the cooperative testified: 





In other words, we use the Virginia Milk Commission’s findings because the 
narket really Is aimo one, I mean the economic conditions that affeet Alex 
andria ha , that aff the farmers shipping to Alexandria—are identical for 
+} 9 | ri? { Washing 

ne! Dp \\ as oO 


Testumony before the subcommittee indicated that the hearings by 


nia State Milk Commission are not conducted for the benefit 


! 
of the milk consumet The membership of the commission consists 
of one milk producer, one milk distributor, and a third person who is 
supposed oOrepresell the CONSUDNETr Apparently there is no economi 
stall to ai aly ze Gata or evaluate evidence. 

Mh er ress enacted the Capper-Volstead Act in 1922 to vive 
farmers increased bargaining power in their purchases and sales. Un- 
doubtedt, the act has be beneficial to the farmer in that respect 

d al n h ner his fair share of the higher-priced 


fluid milk market. 

Under the Capper-Volstead Act, the Secretary of Agriculture may, 
it he finds that a COO pt rative association 1 Virtue ot ts MmMonopo- 
istic control ol milk in the niark ting area unduly enhanc CS the price 
of malk in that area, issue a cease and-desist orde} against such prac- 


tices DV the Coopel rLive But ther has hever heen such ah oraer 


Congress inust give consideration to establishing more protection 
for the milk consumer. ‘This involves more than unprovements in 
health laws In Many markets wl ere the producers have not been 
as successful in Maintaining prices as in the Washington area, con- 
sumers have not benefited. Distributors and milk delivervmen have 
taken wider margins resulting im retail muk prices fully as high as in 
Washington. An outstanding example of low producer prices and 
high consumer prites is in Chicago. In May 1951 milk producers 





ow 
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for the Chicago market received $2.12 per LOO pounds less for 3.5 
percent butterfat milk than Washington producers. Yet the retail 
price of milk delivered to homes in Chicago was 23's cents per quart 
as compared with 22% cents per quart in Washington. Comparative 
data on producers’ prices and delivered retail milk prices fot May 
1951. follows: 


FEDERAL Mink MARKETING ORDERS 


Vail ete 4 ; ] te { , O27 
Under the Agricultural \larketing Agreement Ac Oo! 1457. son 


oF 1) ' . : ; : te ; 
od milk marketing areas have been placed unde Federal regulation 
Ihe principal large : 


Washington, LD Gc. and Baltimore, NMid.., are ineiudedad as well as 


- 
f 
f 


with the exce ptuion of 


Chicago and a number of cities large and small in the Middle West 
The programs are operated under the direction of the Dairy Branch, 


Production and Marketing Administration of thre Department Ol 
Agriculture, which also administers the programs supporting prices to 


producers for milk and butterfat. 


The background Lor the 1937 legislation Wes Pproy aed DV &@& Sé ries Ot 


developments over the 20-vear period immediately prior thereto 
lhe flat price system of paving for milk had gradually turned into 
1: - , ; ‘ 

selling plans which gave premiums for fluid milk over that used in 


manufacturing. The Capper-Volstead Act of 1922 gave impetus to 
the formation of cooperatives set up to give the dairy farmer som 
bargaining power in the sale of his product. In the early thirties 
even this bargaining power which had been built up melted away and 
farmers producing milk were at the merey of the buyers. Efforts in 
the Agricultural Adjustment Act failed because of the ruling of th 
Supreme Court.* 

Many States (at one time 26 in number) enacted legislation ranging 
all the way from outright price-fixing to limited regulation to provide 
an adequate supply of fluid milk for their citizens. 

Under the act of 1937 when a Federal order is instituted in a given 
area the prices which milk handlers must pay to producers is estab- 
lished and all involve the use of a classified pricing system wherein 
fluid milk for direct consumption carries a higher price than that 
used otherwise. As expressed to the subcommittee: 


The purpose Is tO assure prod cers of denendable markets and pri e tor tneir 
milk which are reasonable in relation to economic conditions and to assure 
consumers of adequate supplies of pure and wholesome milk 


2? Rureau of Agricultural Economist F] NTilk nd Cream Ret 
Record, pt. 4, p. 1854: also see pp. 1896-1902 
* Record, pt. 4, p. 1928 


§’ Record, pt. 2, p. 753; also see p. 688, and pt. 4, p. 1883 
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While accomplishing the first objective, that of assuring milk pro- 
ducers of dependable markets and prices, the administration of the 
milk marketing orders has resulted not only in adequate supplies of 


mulk for consumers but in large surpluses in 1949 and 1950 m many 
markets. These had to be utilized in the makine of butter, cheese, 


tnd other manufactured products which return a lower price 
The milk marketing orders are voluminous and not more than 


brief reviews could even be incorporated in the record. There is 
nuch room for improvement in the method of conducting hearings 
and in the general administration of the orders. Above all a person 


especially qualified to represent the consumer’s interest should be 
attached to the Dairy Branch and participate in all hearings. 


Kuro Mitkx DisrrisvuTrion 


The subcommittee Cave considerable time and attention to the 
inatter of the costs involved in the distribution of milk; that is the 
spread between what the farmer received at the farm or receiving 

tion and what the consumer paid for a bottle or carton of milk 
tivered to the doorstep or al the vrocery store As with all farm 
food products, salaries and wages account for a large share of the 
listribution cost 

Obviously the delivery of milk to the homes in single or even 
2-quart lots is expensive and adds tremendously to the cost of milk 
o the consumer. Particularly is this true in the larger centers of 
population 

When witnesses from National Dairy Products Corp.® were before 


subeommittee they testified that in New York City thev were 


charging 28 cents per quart for milk delivered to the home, while the 
stores retailed milk for 19% cents per quart. The company’s president 


testified 


New York is fast shifting from an area where the milk is delivered to the home 
vhere milk is sold to a store and sold out of that store for 2 to 3 cents, in some 


ss 4 cents less than the price we have to charge to deliver to the home. 


We make more mone\ selling it to the store because of less labor Costs. 
The president of Borden Co., while stating that their plants were 


models of efficiency and costs per unit were kept exceedingly low, 
explained 


i listribution, however, ever-increasing wage rates and the large number of 
plovees required to man the trucks keep unit costs high. The only major 
saving in home distribution in recent vears resulted from the adoption of every- 
ither-day delivery With the cooperation of union labor and health departments 


more could be done along this line 
Later he added: 
we at one time attempted to say in a certain market that we thought 

would be inadvisable, and we advertised that, for any retail customer to buy 
a quart of milk off a retail route wagon unless they took 2 to 3 quarts a day, 
because the cost of stopping, just the cost of stopping alone was more than the 
sale price of the product, and the mavor of that certain city prevented us from 
putting it into effect.* 


The door-to-door delivery of small amounts of milk, 1 or 2 quarts, 
is as antiquated as the old-fashioned washboard or the hofse and 


R t , PI {8-481 
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buggv. In days gone by when few people had even the old-fashioned 
ice box, milk was not pasteurized, and streets were not jammed 
with traffic, home delivery of small quantities of milk may 
have been profitable and a distinct service inasmuch as milk if not 
properly pasteurized and kept cooled spoils rapidly. 

In appendix I * of the hearings will be found reproduced a document 
of the State of New York entitled “An Analvsis of the Spread Between 
Farm and Consumer Milk Prices in Buffalo Under Present Practices.”’ 
One of its findings reads: 


A customer receiving | quart of milk and paying cash daily, may create a ser 
cost per quart of 12 cents \ customer living next door taking tq larts, and paving 
her bill manthlv, may create a cost per quart of 2.7 cents Both customers pay 


an identical price per quar 

in some areas where the States fix the retail price of milk there is no 
incentive to reduce distribution costs and no incentive for the house 
wife to purchase her milk when she purchases her other groceries at 
the store. 

The development of a new prod ict “concentrated milk’? now being 
offered for sale in a few cities may result in extensive changes in milk 
marketing, narrowing the margin between the producers and thi 
consumers 


HISTORICAL REVIEW 


The Bureau of Agricultural Economics of the Department of 
Agriculture has prepared a very complete review of the Changes in 


the Dairv Industrv in the United States, 1920-50 which covers 
Over a hundre d pages of the record ray those who follow the rH 

| loi } pet ] ] ; ] lc] 7 ' Tt +} : Peenee Y 
ana aay madustry Cioseiy ib SHOoUtGa De a Mu On them readme tis 


PART V—MEAT PRODUCTS 


In addition to the evreater utilization of feed grains and pasture D\ 
an expanded dairy industry, commented upon in the Milk and Dairy 
section of this report, there is a tremendous additional outlet for grain 
and feed in the needed ¢ XPansion ot hog and cattle raising, and in the 
feeding of cattle. 


THe Meat-Packine Inpustr 


The characterist ~ of operating a meat-packing business were exX- 
plained to the subcommittee by representatives of that industry as 
follows: 


Livestock, which as vou know is highiv perishable, is shipped to us directly, 
or is offered for sale to the highest bidder at the terminal markets, at the discret 
of the millions of farmers of this countr Che total supply available for process 
ing into meat any day, week, or month depends entirely on their decisions 
ours. 

We process the livestock we are able to buy into carcass meat and in 1 to 5 
davs must decide in ut forn e pl ( » sell i We iv choose to sell 
meat in the Carcass, 1) fresno ¢ r be ll r bone roze read i 
moked, or cooked In addition to its use as fresh meat it can be mar 
Into sausage or can eats or ¢ ed Oo ) 

Re } ee 
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I form it it is sold is a form that we believe will give us the greatest 
rT ur? B the same token, this must be the form that meets the preterences 
f consume! lf we could sell it all in careass form, it would econsiderabl 

duce the spread between the cost of livestock and our selling prices. However, 
o sell meat In carcass form merely for the purpose of reducing the spread would 
foolish and it would not necessarily provide the greatest return for the pro- 
luce Consumers don’t want carcasses of beef, and most retailers don’t want 
\ carcasses because some of them have a better market for chucks than for 
irloins. and for other retailers it is the 1 ‘verse, So we trv to give services that 


ire needed to do an efficient processing and marketing job and satisfv our cus- 


lhe extended operations of the meat packers into allied and other 
fields of endeavor are explained in the testimony of a representative 
of Armour & Co., who stated: 


Armour & Co, and its domestie subsidiaries are enga i in the meat-packing 
isiness, operating packing plants for the slaughter of livestock and the pro- 
cessing of mea und animal products and byproducts. In econjunetion with 
cir meat-packing operations, the company and its subsidiaries manufacture 
butter and cheese and purchase and process butter, cheese, eggs, po utry, and 
other dairy product 


3; extract and process vegetable oils, and manufacture mar- 
ad oil. and 


shortening nanufacture soap, glycerin, fatty acids, chemi- 
cals, glue, curled hair, and sandpaper, and carry on ammonia ceylinder-filling 


operations; tan and prepare hides and skins, and manufacture leather; and 
manufacture pharmaceuticals they also manufacture and prepare fertilizers 


lining certain component materials thereof.'4 


The meat-packing industry is dominated by four large concerns, 
(\rmour & Co., the Cudahy Packing Co., Swift & Co., and Wilson «& 
Co. In the Department of Justice’s suit against these four © it 


Is alleced: 


Che meat-packing industry is composed of four large concerns—Armour, Swift, 
Cudahy, and Wilson—and numerous sinaller independent companies. The 
largest of the independents is less than half the size of the smallest of these four 
lefendants During the period from 1937 to 1946, inclusive, defendants 


slaughtered about 58 percent of all cattle slaughtered under Federal inspection 
I the | nited states about 54 percent of all the hogs. 6S peres nt of all calves 

79 percent of all sheep slaughtered under Federal inspection. The aggregate 
expenditure by all defendants for the purchase of livestock during 1946 was 


approximately $5,000,000 per buying day. 


na 
i 


The meat packers contend that their competition is keen because 
of the ease with which anyone can become a slaughterer of animals 
Sala OTLe 


Cattle are aughtered for meat in practically every community While large 


. 
commercial processors require extensive facilities and equipment to produce, care 


or, and ship dressed beef, anyone with a knife and a shed can go into the business,'6 


\t the present time there are 440 slaughtering houses and 457 proc- 
essors, or a total of S97 operating under Federal inspection.” In 
addition there are some 2,072 local slaughtering houses and 725 whole- 


sale plants not operating under the Federal inspection Ssvstem: *° how- 
ever, some of them are operating under State inspection laws. About 


1 ir , r et -» Ci ictior ~ tember 15, 19048 istrict Court, Eastern D ision, 
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65 percent of all meat is slaughtered in federally inspected packing 
houses. 


In 1902 and 1903 injunctions were issued by the Federal court in 


Chicago against Swift & Co. and other packers *’ forbidding them from 
“entering into, taking part in, or performing any contract, combina- 
tion or conspiracy, the purpose or effect of which, as to the trade and 
commerce in fresh meats between the several States,’ would be a 
restraint of trade and specifically forbidding a list of illegal acts as 
follows: 


either by directing or requiring their respective agents to refrain fron 
bidding against each other j the purcha se of livestock: or collusivelvy and by 
agreement to refrain from bidding against each other at the sales of livestock; 
or by combination, conspiracy, or contract raising or lowering price 


uniform prices at which the said meats will be sold, either directly or throug! 


their respective agents; or by curtailing the quantity of such meats shipped 
such markets and agents, or by establishing and maintaining rules for the givins 
of credit to dealers in such meats, the effeet of which rules will be to restrict com- 
petition; or by imposing uniform charges for cartage and delivery of such meats 
to dealers and consumers, the effeet of which will be to restrict competition; or 
by any other method or device, the purpose and effect of which is to restrail 
commerce as aforesaid; and also from violating the provisions of the ' 
Sherman Antitrust Aet by 

* * * combining or conspiring together, or with each other and others, to 
monopolize or attempt to monopolize any part of the trade and commerce in 
fresh meats among the several States and Territories and the Districi of Columbia, 
by demanding, obtaining, or, with or without the connivance of the officers or 
agents thereof, or of any of them, receiving from railroad companies or other 
common carriers transporting such fresh meats in such trade and commerce, 
either direetly or by means of rebates, or by any other device, transportation of 
or for such meats, from the points of the preparation and production of the same 
for livestock or elsewhere, to the markets for the sale of the same to dealers and 
consumers * at less than the regular rates which may be established 
or in force on their several lines of transportation 


On appeal to the United States Supreme Court, Mr. Justice Holmes 
ordered the words ‘‘any other method or device’ be stricken but 
otherwise overruled the demurrers and affirmed the injunction. 

In 1918 and 1919 the Federal Trade Commission made a very com- 

plete study of the meat-packing industry. This was followed in 1921 
be the enactment of the Packers and Stockyards Act which freed the 
meat packers from any further investigations by the Federal Trade 
Commission.“ The Federal Trade Commission has made no reports 
on the meat-packing industry since that time. The Packers and 
Stockyards Act, placed under the administration of the Department 
of Agriculture, contained a provision ™* stating that the Federal Trade 
Commission thenceforth shall have no power or jurisdiction so far as 
relating to any matter which by the act is placed under the Secretary 
of Agriculture except when the Secretary of Agriculture shall request 
the Commission to make investigations and report to bim. Since 
the meat pac ckers are large handlers of not only meat but dairy prod- 
ucts, poultry, eggs, and a host of manufactured products such as soap, 
cleansers, and oleomargarine, investigations by the Federal Trade 
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Commission are vitally hampered bye the Commission’s inability to 
investigate anything the meat packers manufacture. 

Shortly after the enactment of the Stockyards and Packers Act the 

ffectiveness of the Secretary of Agriculture in making investigations 

supposedly transferred to hie jurisdiction was handicapped by a 
circuit court of appeals * decision which for some unexplained reason 
Was not appealed to the United States Supreme Court. 

The staff of the division in the Department of Agriculture super- 
vising the operation of the Stockyards and Packers Act is qualified 
and of a size sufficient to police trade practices in stockvards opera- 
tions, Which is the main job assigned to them, but it does not have the 
staff to conduct investigations and studies of packers’ costs, distribu- 
tion, and general trade practices ” The powers of the Federal Trade 
Commission with reference to everything but the operation of stockyards 
should be restored to it. Legislation to accom) lish this purpose is 
recommended 

The Stockyards and Packers Act did not give the meat packers any 
exemption from the Sherman and Clayton Acts when enforced by 
the Department of Justice. Prior to the enactment of the Stockyards 
and Packers Act, and, presumably upon the basis of the Federal Trade 
Commission's report of 1918 and 1919 the Attorney General of the 
United States on February 27, 1920, filed a bill of complaint in the 
Supreme Court of the District of Columbia against the Big Five meat 
packers designated as the Swift, Armour, Morris, Cudahy, and Wilson 
groups. On the same day the defendants filed their respective 
answers and a stipulation for a consent decree, which latter was 
5 The matters enjoined were clearly summarized by a later 


Federal judge as follows: 


entered 


‘| le enjoins the defendants from conspiring or combining to restrain 
I onopolizing, or attempting, through combination or con- 
wy, to monopolize, trade or commerce. Defendants are enjoined from usit 
rib ve facilities, including branch houses, route ears, auto trucks, ete... 
madlir dealing in, jobbing or distribution of certa n products unrelated t ) 
£ lustrv, and generally ineluded in the wholesale grocery lin 
i ‘les are classified in the deeree as fresh canned, dried, or salted fish, 
{ al ly ub} cept in combina n wi meats, f crushed 
1 ! rat ca 1 fru mnfeetion | 0 rountain 
- 1 j i preserves, spi san ) ent 
he ‘ cocoa flour, su I 1 fer 
erach cer ; in, i , and 25 class f nufactured 
! sted under head of miscellaneous articles 
The defendants are further enjoined from manufacturing, dealing in, trans 
port ( ! ributing, either in domestic or export trade, or owning any stock 
or interest in a corporation or firm engaged in manufacturing, dealing in, or 
distributing those unrelated commodities, from operating retail meat markets, 


except at their packing plants, and those maintained for the accommodation of 
their own employees, and from owning any ¢ apite ul stock or interest in public 


coid storage warehouse except cold storage plants at the stoekvards where 
packing plants are conducted. Defendants are required to divest anes ves of 
all ownership or interest in any public stockyard, market company, stockyard 


terminal railroad, market newspaper, cold storage warehouses, or retail meat 





markets, and to cease manufacturing or transporting the unrelated commodities 

( t as mmon earriers, to discover to the Government fully, respecting the 
conduc of thetr affairs, as re uired i! ler the decree, and to submit to the inspec 
tion of the Attornev General their books, records, correspondence, or other docu- 
n jar as the same efers to any alleged violation of anv of the terms of 
t! i I 

} U.S I 1ix } t p. 254 
( On ¢ { \ 19 } 1 it 1 "yO 
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Despite efforts to reopen this decree and have it modified the same 
stands of record.” 

On September 15, 1948, the Attorney General of the United States 
filed a civil antitrust suit against the four major meat-packing com- 
panies of the United States in the northern district of Illmois (eastern 
division). The defendants are Armour & Co., Swift & Co., the Cud- 
ahy Packing Co., and Wilson & Co., Inc. The Attorney General's 
announcement at the time the suit was filed stated: 

The four defendants named in the complaint are charged with suppressing com- 
petition mn the sale of meat and meat products. 

The suit seeks to divide them into 14 separate and competing companies as 
follows: Armour and Swift each to be divided into five separate companies, and 
Cudahy and Wilson each to be divided into two separate compa! 

The press release issued at the time, in addition to the abov quota- 
tions from the Attorney General, states: 

Among the methods of suppressing competition, according to the complaint 
are (1) controlling the supply of meat which each company obtains for sale by 


controlling the amount of livestock each will purchase, (2) utilizing uniform cost 
9 1; 


formulas for arriving at selling prices,: (3) selling at “loading’”’ rather than ‘“‘de- 


livered”’ weights, and (4) selling at substantially identical prices and terms of sale. 

The complaint alleges that these four companies accounted for 58 percent of t 
cattle, 54 percent of the hogs, 68 percent of the calves, and 79 percent of the sheep 
slaughtered under Federal inspection during the past decade. 

The suit should be brought to trial promptly, for, as the Attorney 
General stated at the time 
no avenue must be overlooked to prevent the basic necessities of life such as food 
from falling into the hands of monopolistic groups 

Continuous vigilance on the part of the Department of Justice is 
recommended. Meat and food products affect everyone and any 
evidence of monopolistic practices or price fixing in these fields should 
be acted upon with immediate and appropriate action under the 
Statutes. 


Tue Pricinc or MEaAtTs 


The hearings with relation to meat and meat products developed 
the fact that while sales of fresh pork products by the meat packers 
closely paralleled the price of live hogs,’ processed pork products 
and beef products were sold at the price the market would bear.” 

The commodity ‘‘meat”’ differs from most other commodities. As 
Judge Cooney, of Wilson & Co., said: 

Livestock, from the time it is born until it is consumed, is perishable.  ¥ 
can’t stockpile it as you can do on cotton and coffee or anything else.** 

Hams, bacon and cured meats must be marketed within a mod- 
erately short period after curmg.*’ Likewise fresh pork and beef must 
be marketed promptly. One packer’s representative stated: 

* * * all of the meat that Washington, D. C., receives next week, all of the 
fresh meat, will be sold next week at whatever it will bring, regardless of an) 
price that we might decide to put on it.*! 





5 See California Co-Op Canneries v. [ S, (209 Fed. 908, 276 U. S, 311; 279 I 3 56 Qe, | S & 
27 Record, pt. 5, p. 2402 

28 Record, pt. 5, pp. 23898, 2399 

2° Record, pt , Pp. 2362 

3% Record, pt. 5, pp. 2387, 2389 11, 2898, 


4 Record, pt. 5, p. 2394 
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In turn¥the retailer must market fresh meat promptly. 

Normalivy the marketing of food products carries a rather rigid dis- 
tribution charge between what the farmer receives and what the con- 

umer pays, re ‘sulting in the retail prices to consumers on a declining 
market not going down percentagewise the equivalent of the reduction 
n raw material prices.’ ‘The pricing policy aa the meat packers is 


summed up by a vice president of Swift & Co., who said: 


meat business vou have to take ad antage of anv iner ased 
1b t raising of your price, because, after ull, vou have no other way of 


ative contended that meat prices “rise and 


Saree roa > lobia. 3 ; 
with the rise and fall in the expendable income of consumers 


hat price ceilings are not a practical answer, and that “vou may 

ally be able to contro! prices for a very bricf period of time,” but 
hat ‘“‘the only long-time effective control is to maintain a balance 
vetween the supplies available for consumption and the money people 


willing to pay for these supplies 
resentative contended that consumer resistance 


| . La | : »e 
O high meat prices is a potent brake, saying: 


~ Dp] s that wher t consume! { etal it es are too 
” 1\ tems tt think a OV yriced These items begin to 
‘ the ull tablisl t “he retail dealer may lower the price 
He alse maintain his volume and sé¢ IS pel able meat while it is still 
reta lealer mav de le to stop ordering kinds or cuts of meat held at 
ively high wholesale prices and try to maintain his volume by merchandising 
er ite? If he stops buving certain meats, the outlets of Armour and the 

Y i y Mpa d meat vyholesaler ymme ciogeved Che whol 
} rad ose or the nea n hev a erishab Lccor nely pr s 

ur WT 


Krom what has been referred to heretofore. and the reo 
xtract from the cross-examination of Mr. St. John of Armour & Cx 
it seems quite clear that the basic economics in the marketing of 


products is charging what the trathe will bear. The cross- 





~ t (yILI Vy | ave rie iest Li Nit ‘ i it iO! tiie 
( ) ld with M - tl Swift & Co you were here, of cout 
iT a ! ! 
It is reflected in vour statement here that when demand increases for any 
ra veight. ‘rapid movement is noted by the retailer and the wholesaler 
rice id, similarly, when buver resistance enters the picture and 
fis the prices go dow! 
I ‘ } i 1 correct 
Senat GILLETTE. Now, that clearly states this fact: That your prices of 
usedl ¢ hat t i@at ¢ s vou 
Mir. St. Jounx. Not necessarily. 
Senator GILLeTre. And the cost of doing business. plus a reasonable profit 
that thre lea polic) followed is a poli of pricing it as much as the traffie will 
i lispo r of the meat 
Mr. St. Joun. If vou like to put it that way. “In line with the market” is the 
vav I prefer to m { 
Senator GrLtLeTre. You put it “in line with the market” and I put it “‘in line 
W what the traffie will bear.’ 


When the demand comes, vou increase the prices of meat up to the point that 


he consumer refuses to absorb the amount 
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Mr. St. Joun. That is correct. 
Senator GiLLeTTe, And when buver resistance enters and, as stated in the 





quotation from the Times, then you back up in order to move the 
product. 
Mr. St. JOHN And that is the basic economit of the industr' 


Wilson & Co.’s representative deseribed the pricing policies in th 
meat industry as follows 





In practicall every other business thev start w ne cost if ra aterial, 
bhnen they include the overhead and other expenses We O} operate that way 
in the packing business The officers that make up the price poli are - 
stant touch with the major markets and with br \ a S ice 
and they try to determine what the wholesale market m 
the ca isses and offal and byproducts are, and they try » | > thy { : Oo 
that basis Oo we Ca i le ¢ und exper d 
Sometimes we do it and sometime e de rt It ; rag 
margin. That is the very nature of t busin 

he ernsonal marketing of cattle tnd Hows also aff ts the 7 

I} . or} 1OSOH 7} , : . 3) 13441 { } 

broughout [950 the meat packers, while Payine littie more ort 
} ; } | ry. } | 
cattle, cradually cre SCO Heir margins ihisis pest SHown ) 

y . 7 } 

by the sales of Wilson & Co. 
oe ' i 

Cudahy Packing Co.’s representative, commenting on the relation- 
ship of consumption of meat and price, stated: 

I think the answer in meat co mptu t ries [ will agree 
that far, but there or so much n it a tne I at is all consum 
country There are ouly so man ea and any gS Che price 
Che fresh meat market is the most jit ry thi it can go up or «ae Ce 
a pound in 1 week. Why? Beeause Mrs. Cons "sa he will not pa 
pric . Down it woes \ “O01, AS she if ft | > UN. He r r. 
that radius of the whole thing the packer has per: : 
get a little profit 

l ‘ 
VIBA’ ( ON \I LON 

The per capita consumption of meat in the United States was 
highet al th i rh ol Lilie eenvuury than it — LOday in LYOo 


more than 150 pounas ol Meat were consumed per capita where 


1950 meat consumption amounted to 145.7 pounds per canit: 


» e i l 1 i ’ 

Per capita consumption of meataveragec as high during t cepres- 
® i ‘ > > ! + »= 
sion vears of 1931-33 as it did durine the boom vears of 1927-2 
} , _ } 
though for the one pe riod meat prices were lov and for the ‘ wer prices 

. “a : . : 
were high. As stated by Nir. Burmeister, agricultural econ 
i eh ac 
the Department of Acgricuiturs 

Che consumptior ! I 
eat whatever we have availal for consumption, and our production o 
not kept nace over th O-vear period with the growt!} n populatio 


Another witness for the Department of Agriculture, Mr. Reed of the 
Livestock Branch, stated: . 





The price of it [meat] wever, 1 ing to depend bot m the ppiv of 
| ; , ’ ’ , . +1 
and the amount of money the consumers are willit yspend for at 
Rec nt 1 14 
* Rec 1, pt. 5, p. 2362 
Record, pt. 5, p. 2370 
* Record, pt. 5, pp. 2359, 
| Reeord, pt Dp. 237¢ 

42 Record, pt. 5, p. 2 
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CoNSUMER PREFERENCES 


The American consumer has become quite “choosy” about the 
quality of meats and the types of cuts it wants. One packer repre- 
sentative said: 


[ have been 30 vears with this company and before with other packers, and we 
never had trouble selling our under-grade meats. Today, people want good meat. 
They want no commercial or utilitv. When the season would change and Kansas 
City runs would start in the old days, we would do very good because Kansas 
City would come up with all that cheap meat, and the trade was willing to take 
it and very glad to get it. 


‘Today, you cannot sell that meat. The ordinary housewife will not eat it. 
When I was a kid, I used to eat it and thought it was all right. I think all of 
us did. * * * There is more specializing now. 


Your feeder specializes in getting a higher grade of meat, which probably is 
good for the country asa whole. Perhaps we are lifting ourselves up and demand- 
ing better products. 

Representatives of the National Association of Retail Meat and 
Food Dealers testified as to the demands of the consumer. They 
stated that the consumer doesn’t want large cuts of beef and that 
“every butcher is on the lookout for that lighter beef, because it is the 
ideal, what they call butcher-weight cattle, ideal cattle to cut in the 
retail market.”’ 

The Deputy Director of the Livestock Branch of the Department of 
Agriculture testified: 

Now, over the years, there has been quite a change in the cattle-production 
practices and in consumer preference. ‘Today the housewife wants a small cut of 
beef. She wants one that does not have too much outside fat. 

On the ecattle-production side today, with the early-maturing cattle—thev come 
to market at ages of 1 or 2 years younger than they used to, and are five or six 
hundred pounds a head lighter. 

I can remember my father in Kansas, and also my grandfather, would never 
think of shipping cattle until they weighed 1,600 or 1,700 or 1,800 pounds, but 
today those cattle would never top the market. They are just too heavy.” 

Packer representatives state that “The American people do not 
like frozen meat’’* and that when the packers freeze meat, other 
than pork that is frozen and carried over for later curing into ham 
and bacon, they have to sell that meat at a discount. They claim 
that in selling frozen meat to the retail trade they must take from 3 
to 14 cents per pound less, although there is no assurance that the 
retailer lets the housewife know she is buying frozen meat. Meat 
that has been frozen is as palatable and nourishing as fresh meat, as 
millions of householders with home freezer units *” can testify. There 
should be some requirement for a dealer to mark clearly meat which 
has once been frozen. In addition a more ceneral acceptance of frozen 
meat by consumers would enable the packing houses to iron out the 
peaks and valleys between the large runs of cattle and hogs to market 
and the off periods. 

The citizens of the United States consume approximately the same 
quantities of beef and pork. Out of a total per capita meat consump- 
tion of 145.7 pounds in 1950, 6315 pounds consisted of beef, 70.2 pounds 


46 Record, pt. 5, p. 2378. 

aR d, pt. 4, p. 246 

48 Record, pt. 5, pp. 2383, 2391-2392 

49 No accurate account of home Deepfreeze units is readily available, but their number is estimated to be 


some several million units But see Record, pt. 5, pp. 2439-2444, where it estimated that there are 11,442 
commercial food-locker plants with over 5,000,000 lockers installed and almost that many rented, 
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pork, and the balance of 15 pounds in all others. Lamb and mutton 
account for less than 3 percent of the meat consumed in the United 
States, or about 4 pounds per capita.” 


MEAT PRODUCTION 
BreEF AND VEAL 


More than 60 years ago, in the year 1890, with the civilian popula- 
tion of the United States slightly more than one-third of what it is 
today (1890 census: 62,947,714), there were more than 60,000,000 
head of cattle on our farms, of which 25 percent, or 15,000,000, were 
dairy cattle. As of January 1, 1950, with our civilian population in 
excess of 150,000,000, there were only 80,277,000 head of cattle, of 
which approximately 30 percent were dairy animals.*' Of course, the 
dairy herds include the milk cows, heifers, heifer calves, and the dairy 
bulls, and provide a certain annual supply to the slaughterer in the 
form of cull cows, veal calves, other young stock not used for replace- 
ments, and bulls no longer needed for breeding purposes. 

Mr. Reed, Director of the Livestock Branch of the Department of 
Agriculture, testified: 

gh of 86,000,000 head. After 
price controls were removed in 1946, and meat prices rose to their normal level in 
relation to demand, producers marketed cattle heavily because of the uncertainties 


In 1945, cattle numbers were at an all-time hig 


as to the future. By the end of 1947, numbers had been reduced to 78,000,000 
head and more confidence had developed. In 1948, producers began to increase 
their herds by marketing fewer cattle, and numbers this vear were slightly above 
80,000,000 head, and the beef-breeding herd was at an al me high Numbers at 


the beginning of 1951 are ¢ xpected to be around 83.000.000. and bv 1954 or 1955 


mav reach a total of 90,000,000, or well above the previous high of $6,000,000. 


As to the immediate future, Mr. Reed stated: 


Supplies of cattle for slaughter in the first half of 1951 will dépend on the 
number of cattle going to feed lots this fall and winter. Feed supplies are almost 
equal to the previous record volume and will be ample for extensive feeding. 
Supplies of cattle for f jing, however, probably will not b pientiful as last 
year. There are relatively few steers 2 years old and over ava and probably 
not many more yearlings than last vear. Feeders, therefor have to make 
greater use of calves from the 1950 crop, and it requires a minimum of 10 months’ 
feeding to get such cattle ready for market. 

Cattlemen generally are making every effort to increase their breeding stock, 
and as long as this tendency continues it will result in keeping down the number 


of cattle that might otherwise go for slaughter.** 

Che Corn Belt Livestock Feeders Association reports 

Steers constitute 53 percent of the number of eattle slaughtered annually and 
at least 65 percent by weight of ali of the beef. Heifer slaughter constitutes 
about 11 percent by numbers, so that slaughter of steers and heifers accounts 
for approximately 80 percent by weight of all of the beef, and beef is half of the 
normal meat production of the Nation.* 


In the past 25 vears beef consumed in the United States ranged 
from a low of 46.4 pounds per capita to a high of 69.1 pounds per 


Record, pt. 5, pp. 2435-2436 
See Agricultural Outlook Charts, 1951, issued in October 
Department of Agriculture, p, 42 
2 Record, pt. 4, p. 1964 
He Rn SUR 


1950, Bureau of A tural | 


> Recor 
4 Record, pt. 5, p 


Record, pt. 5, p. 2499 
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capita in 1947. Veal consumption ranged from a low of 6.3 pounds 
per capita in 1929 to a high of 12.4 pounds per capita in 1944.5 

In World War 1 the top load of cattle sold at Chicago increased 
steadily in weight as the war progressed from 975 pounds in 1915 to 
1,842 pounds in 1918. * 

Feeding cattle to greater weights before marketing seems to be the 
only way that the supply of beef can be quickly expanded. There 
is much merit in the suggestion of the Corn Belt Livestock Feeders 
Association with reference to reducing the amount of veal coming to 
market by feeding calves to maturity. They suggest: 

We believe that dairymen should.be urged to mate all milk cows for all calves: 
except those they desire to keep for milk or reproduction purposes, with bulls of 
the beef breed They should be urged to utilize surplus skim milk and pastures or 
other roughages to develop these calves and then to carry them to slaughter 
weights and grades themselves or sell them to others who will do so, that a maxi- 


im of meat per animal be produced.*8 





Normally the United States is not a great importer or exporter of 
meat animals and meat products. Statistics on exports and imports 
are contained in the record of the hearings.*’ Exports of live animals 
from the United States are inconsequential, but imports of live animals 
have substantially added to our domestic meat supply. From Canada 
alone we have received around 400,000 head of cattle each year since 


L948 TI 


Through 1946 we annually received close to half a million 
head of cattle from Mexico, all of which has been discontinued since 


that time as importations of live animals and fresh meats are pro- 


hibited because of the existence of hoof-and-mouth disease in that 
country. The ban on mmportations of canned meats from Mexico 


vas recently lifted, and this could account for up to 75,000,000 pounds 
of canned meats annually from that country 


PoRK 


I 1 P } ] 
im the past oul heavy demands for meat could not bi made up 
| 


through cattle but have had to be taken care of by increased produc- 


tion of por Pork production ¢an be expanded fairly rapidly through 
both rhe ased pig crops and heavier slaughter weights of hogs, 
limited only by the production of feed. The largest hog production 


on record was in the vear 1945. The total hog production in 1943 
121,807,000 head, and of this amount, 74,223,000 came from the 


The Director of the Livestock Branch of the United States Depart- 
I 





: : ae 
Ii L oO Agricu ture told the supcomniittee: 

Future hog production will be determined largely by the level of corn production 
vi is gov 1 largely by weather conditions. With the new productior 
tech l i se, farmers are more able to obtain average or better crops and 
Keep below average Vields at @& mil im Hog prod tion, therefore, ¢a be 

tained in line with the Nation’s requirements 

The American Farm Bureau Federation reports 

Meat product t a hig vel, but even greater production is needed. The 
production o at—particula pork—can be substantially increased in the 
CoO? ne al 1a pering re ' ior : av’ led, \We have a large 1og popula 

up t i sows; we have the second largest supply of corn in our his 
na equipme t vehi 
Outlook ¢ ts, 1951, p. 49, Bureau of Agricultural Economies, U. S. Department of 
.. 
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The Livestock Branch of the Department of Agriculture reports 
that 
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were the smallest of record, going back to the Civil al 
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